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COMPARATIVE HIGHLIGHTS 


Financial Operations 
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Statistical Data 


Revenue 

Operating costs 

Income and mining taxes 
Net income 


Working capital 
Shareholders’ equity 


Net income 
Dividends 


Fine ounces of gold 
Tons milled 


Number of employees 
Number of shareholders 


Shares outstanding 


1980 
$39,269,000 
$14,042,000 
$12,690,000 
$14,167,000 


$7,374,000 
$26,656,000 


$3.54 
$1.25 


53,657 
484,000 


410 
906 
4,000,000 


1979 
$24,512,000 
$11,558,000 

$6,842,000 
$7,446,000 


$10,303,000 
$17,489,000 


$1.86 
$0.65 


67,889 
491,000 


378 
459 
4,000,000 


1978 
$16,910,000 
$10,418,000 

$3,344,000 
$4,273,000 


$6,189,000 
$12,643,000 


$1.07 
$0.40 


73,115 
493,000 
384 

428 
4,000,000 


REPORT OF THE DIRECTORS TO THE SHAREHOLDERS 


For the third successive year both revenue and 
earnings were at an all time high. Net income at 
$14,167,000 or $3.54 per share was up 90 percent 
over the $7,446,000 earned in 1979. Revenue per 
ounce was higher but production of gold bullion 
again decreased significantly to 53,657 ounces from 
67,889 ounces in the previous year. 


The decline in the number of ounces produced 
reflects the gradual depletion of higher grade mining 
areas. Efforts are being directed to an expanded 
exploration program with emphasis on the 
surrounding area within a reasonable distance of the 
existing plant. During the year, a review was 
conducted of the potential for adding to the ore 
reserves at Sigma. Results however, indicated only 
an extension to mine life with insufficient tonnage 
potential to justify consideration of possible 
expansion. 


Operations at Sigma remain highly efficient 
considering the nature of the deposit and current 
mining depth which now extends below the 
5,000-foot level. 


Safety 


During the year, public attention focussed on a 
sudden increase in fatal accidents in the mining 
industry in Quebec and Ontario. While the record of 
your Company has always compared favourably with 
the industry average, added emphasis is being 
placed on improving safe working conditions and 
practices. 


Oil and gas 


During 1980 Sigma embarked upon a program of 
investment participation in oil and gas in Western 
Canada. This investment constitutes a new area of 
business for Sigma, separate and distinct from its 
primary business of gold mining. Under the program, 
which involves both producing and non-producing 
properties, Sigma participates to the extent of 

1 percent. The other participants are Campbell Red 
Lake Mines Limited (4 percent), subsidiaries of Dow 
Chemical of Canada Limited (12% percent) and 
TransCanada PipeLines Limited (12% percent) and 
Dome Petroleum Limited (70 percent) which will 
act as operator of the program. 


Malcolm A. Taschereau, 
Chairman and President 


Outlook 

Experience, particularly during the past year, has 
indicated that wide fluctuations in the price of gold 
will continue to occur. However, it remains a firm 
belief of the Company that the median market price 
will rise at a pace which, due to gradual depletion of 
total world reserves, will somewhat exceed the rate 
of inflation. The profitability of current operations is 
not jeopardized at current price levels and the 
outlook for the future remains positive. 


Dividends 


The increased profitability of the mine operations 
again permitted an increase in dividend rates and 
the total declared during the year rose to $1.25 per 
share as compared to $0.65 per share in 1979, after 
taking into account the two for one share split 
effective May 5, 1980. 


Employees 


Continuing a plan implemented in 1979, the 
Company again purchased its own shares on the 
open market for distribution to its non-executive 
salaried and hourly employees at no cost to them. 
All reports indicate this program has been well 
received and has increased our employees’ interest 
in the efficient operation and growth of our 
companies. 
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The Company’s regular and salaried pension plan 
was adjusted early in 1981 to improve the benefits 
available to both active and retired employees. This 
was the second such adjustment made to take into 
account the effects of inflation, particularly ONTARIO 


on our retired members living on fixed incomes. 
© CAMPBELL LAKEQ) 


Bernard H. Joyal was promoted to the position of : 
General Manager of the Company, assuming a om  povEeO 
additional responsibilities associated with og 
expanding activities in the Val d’Or area. J. Andre 
Carrier was appointed Mine Manager in his place. 
Mr. Kenneth P. Wright was appointed Chief 
Metallurgist and an Officer of the Company. 


Directors 


Clifford L. Michel submitted his resignation as a 
Director due to other commitments and it is with Map of the Sigma mine site. 
sincere regret that this was accepted. 


On March 19, 1981 Mr. Alan McFarland was elected 
to the Board of Directors. 
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REVIEW OF MINE OPERATIONS 


41980 1979 1978 
(in thousands of dollars) 
$38,649 $24,512 $16,910 
$13,685 $11,558 $10,418 


Bullion revenue 
Operating costs — 


‘Income and mining taxes $12,690 $6,842 $3,344 
Net income | -- $14,167 $7,446 $4,273 
Fine ounces of gold 53,657 67,889 73,115 
Tons milled 2 - 484,000 491,000 493,000 
Grades treated — a 

_ ounces/ton 0.115 = =0.143 0.153 


ELA RT AE ee ES TEL LN SSE EN TN IER 
During 1980, the mill treated 483,851 tons of ore and 
produced 53,657 ounces of gold as compared with a 
planned production level of 61,500 ounces and 
67,889 ounces in 1979. The grade of ore mined 
decreased from 0.143 ounces in 1979 to 0.115 in 
1980. The production forecast for 1981 is 57,900 
ounces of gold. 


Total operating costs were $28.28 per ton milled in 
1980, an increase of 20 percent over 1979 due to 
higher costs for supplies, an average 15 percent 
increase in wages and an increase in the cost of 
the Company's pension plans which alone added 2 
percent to the cost per ton. A breakdown of unit 
costs per ton by major activity is presented below: 


1980 1979 

Mining $19.90 $16.46 
Milling 4.03 3.64 
General services 1.51 1.07 
Administration 2.53 2.09 
Depreciation 0.31 0.26 
$28.28 $23.52 


Mine property exploration 

A total of 54,106 feet of underground diamond 
drilling was carried out in 1980, a 4 percent increase 
from 1979. No surface programs were conducted 
during the year. Most of the activity was related to 
the definition of dyke zones and flat veins. The 
program of drilling down from the 38th level to the 
north has revealed the presence of a new shear. A 
crosscut is progressing towards this area on the 
same level. 

In 1979 it was reported that a hole drilled to the 
north from the 29th level intersected gold bearing 
quartz veins at points 3,700 and 4,300 feet north of 
the shaft and, due to hole deflection, 450 feet above 
the level. These intersections were confirmed by a 
wedged offset and a 2,500 foot crosscut was started 
to this area on the 29th level. In February, 1981 


the crosscut intersected the first vein structure, to 
be designated as the ‘S’ Zone, and low gold values 
have been indicated by 100 feet along strike. 
Diamond drilling is now underway to more fully test 
the area before planning the next stage of the 
exploration program. 


Development 

As illustrated in Table |, mine development in 1980 
was distributed between the 8th and 39th levels. Total 
footage amounted to 9,303 feet, an increase of 7 
percent over 1979. Development in dykes accounted 
for 26 percent of the total. Another major program 
was the development of the “0-16” Zone on the 
bottom levels. 


In 1981, development in the current mining areas 
will be maintained at the same level as in 1980 
although it is anticipated that additional crews will 
be required for the further exploration and develop- 
ment of the ‘S’ Zone once the initial program on the 
29th level has been completed. 


TABLE | 
Development Footage 

Diamond 
Drifts and Drilling 
Level Crosscuts Raises Total Footage 
4th — ~ _ 403 
8th 50 ~ 50 _— 
9th — — — 2,396 
10th — _ _ 1,810 
11th — - — 3,488 
12th _ — _ 163 
13th - 475 475 6,382 
14th 1,080 _ 1,080 2,f32 
15th 1,438 — 1,438 — 
18th 24 — 24 6,428 
19th 148 — 148 2,068 
20th — _ —_— 401 
2ist 295 me — 295 411 
22nd 944 — 944 80 
23rd _ _ _ 3,473 
24th — — — 6,268 
25th = — — 4,573 
27th 49 28 vaA — 
28th _ 206 206 — 
29th 2,053 — 2,053 _ 
Sist — 99 99 1,884 
32nd 609 — 609 2,559 
34th — 59 59 _ 
37th 466 599 1,065 100 
38th 582 — 582 8,487 
39th 99 _ 99 : — 
Total 1980 7,837 1,466 9,303 54,106 
Total 1979 7126 1,555 8,681 51832 
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Ore reserves 

Ore reserves at the end of 1980 were estimated at 
1,222,900 tons including 188,200 tons of broken ore 
as shown in Table II. Reserves declined by 17,000 
tons during the year and the estimated grade of 
0.195 ounces per ton dropped 3 percent. A 
thorough review of information gathered in the past 
through diamond drilling and development was 
conducted in 1980. This study did not identify any 
major new zones but a substantial tonnage of lower 
grade potential reserves was shown to exist as 
remnants and isolated blocks. 


Mine 

Of the 484,308 tons trammed to ore passes in 

1980, stoping produced 441,749 tons averaging 
0.117 ounces per ton, stope preparation produced 
27,912 tons averaging 0.127 ounces and develop- 
ment work produced 14,647 tons averaging 0.081 
ounces. Stoping operations were distributed between 
the 2nd and 36th levels. Of the ore hoisted, 19 
percent was handled through No. 3 Internal Shaft. 


Four cut-and-fill and four shrinkage stopes were 
prepared for production during the year. The 
distribution of ore by mining method for the past 
two years was as follows: 


1980 1979 
Stoping — 
Shrinkage 32% 34 
Room and pillar 20 19 
Cut-and-fill 24 2f 
Other 21 WF 
Development 3 S 
100% 100% 


Gold production fell significantly in 1980 due toa 
number of reasons which are discussed below: 


(1) Access to the 82 dyke zone, a shrinkage area 
supplying approximately 20 percent of the mill 
feed, was lost due to deteriorating ground 
conditions on both the 14th and 16th levels. 
Complete access was not restored much before 
the end of the year. 


(2) Five shrinkage stopes had been scheduled for 
operation during the year but those in operation 
at the start of the year either pinched out early 
or were stopped for the mining of flats. 
Replacement stopes were not available until the 
end of the year. Replacement shrinkage stopes 
are becoming more difficult to find, especially in 


(3) 


the “dyke” areas, and are of a lower average 
grade. 


Tonnage from the cut-and-fill stopes was also 
below forecast due to a shortage of miners and 
poor ground conditions on the lower levels. Cut- 
and-fill stopes normally account for 25 percent 
of the mill feed at a grade 60 percent above 
average. As mining activities become 
increasingly concentrated at depth, ground 


conditions and therefore productivity are 
expected to deteriorate further. 


S 


The tonnage from the “flat” or room and pillar 
stopes was slightly ahead of schedule but the 
grade was 20 percent lower. The flats have been 
of above average grade in the past, however, 
the continuity and extent of most of the current 
stopes are considerably reduced and grades 
lower as a consequence. Of the 15 active stopes 
only two have significant size and regularity. No 
improvement in this situation can be predicted. 


Tonnage shortfalls due to mining problems during 
1980 were largely made up by drawing lower grade 
material from existing broken reserves or as 
overdraw from previously mined out areas. 


Long term production 

Early in the year the mine staff prepared a preliminary 
long term production plan based on proven ore and 
the additional potential reserves indicated as 
remnants and isolated blocks. This plan, which made 
no allowance for new discoveries, indicated five 
years of full production followed by ten years of 
gradually decreasing production. Under normal 
conditions, full production can be achieved for 
approximately the next five years but the flexibility 
of the past in having spare stopes to compensate for 
grade or tonnage reductions has been severely 
reduced as indicated by the 1980 results. Discovery 
of new zones will assist in extending the period of 
full production longer than currently anticipated, and 
an aggressive exploration program will be continued 
at the property and in the Val d'Or area. 


Mill 

Mill operations were normal during the year. The 
tonnage treated was slightly below last year’s level 
due to reduced deliveries from the mine. The drop 
in recovery was in line with the reduction in grade of 
ore milled. Results for the last two years are 
presented below: 


1980 1979 
Tons treated 483,851 491,357 
Grade treated — oz/ton 0.115 O43 
Mill recovery — % 96.4 96.7 


Capital expenditures 

Expenditures increased in 1980 to $290,300 from 
$142,000 in 1979. The main items were $106,600 
fora compressor, $24,800 for an underground pump, 
$25,500 for a service cage and $22,000 for a Cavo 


J. A. Carrier 
Mine Manager 


B. H. Joyal 
General Manager 


loader. Planned expenditures for 1981 include an 
addition to the main office. 


General 

The labour contract was renewed with Le Syndicat 
des Employes de Les Mines Sigma (Québec) 
Limitée for a period of two years ending June 30th, 
1982. Bonus rates for underground work were also 
increased in an attempt to attract and retain 

skilled miners. 

The labour force was 410 at year end, an increase 
of 32 from 1979. This includes the addition of 20 
miners towards year end which has had a beneficial 
effect on mine production. 

In 1980, there was a slight increase in the number 
of accidents to 20.2 injuries per million manhours 
worked from 19.6 in 1979. The average frequency 
for all mines in the province was 38 injuries per 
million manhours. While Sigma’s safety record is 
highly commendable, increased attention is being 
paid to safe working conditions and practices in 

all areas of the operation. It is the responsibility of 
both management and all employees to further 
reduce the number the injuries and efforts will be 
continued in 1981 towards this objective. 


For the year, major expenses are listed below: 


Wages and salaries $8,322,000 
Supplies and services $5,212,000 
Income and mining taxes $12,690,000 
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OUTSIDE MINERAL EXPLORATION 


The Company participates in exploration in two 
ways — on its own account on certain projects in 
Quebec and with Dome Exploration (Canada) 
Limited on programs elsewhere, with certain 
exceptions in Ontario. The degree of participation of 
the various members of the Dome group in 
exploration activities depends on the date on which 
the project originated and also on its location, as 
indicated in the following table: 


Projects Originating 


Prior to 
Jan. 1, 1977 After Jan. 1, 1977 
Ontario Quebec Elsewhere 
Dome Mines Limited 40% 50% Nil 50% 
Dome Petroleum 
Limited Sey, Nil Nil Nil 
Campbell Red Lake 
Mines Limited Zale 50% Nil 40% 
Les Mines Sigma 
(Québec) Limitée 6% Nil 100% 10% 


Diamond drilling on a tin prospect in the 
Yukon Territories. 


On its own account, Sigma was active on nine 
separate exploration ventures, most of which are 
located close to the mine. These projects involved 
extensive geophysical surveys and drilling 
programs. 


As well as the above Sigma projects, the Company 
also participated in the activities of Dome 
Exploration which, in 1980, conducted the most 
extensive mineral exploration program in its history. 
The level of activity increased significantly, with 
expenditures increasing by 97 percent to 
$5,908,000. 


During the year 32 new projects were initiated, 
which raised the number of active projects to 79, 
including participation with outside interests in joint 
ventures. As in prior years, all base and precious 
metals were included in the search although the 
emphasis was on gold, our particular sphere of 
expertise. About 92 percent of expenditures were in 
Canada with the remainder in the United States. 
Projects in the provinces of Ontario and Quebec 
accounted for 70 percent of the total with emphasis 
placed on areas near our producing mines. 


The 1980 program included 4,000 line miles of 
airborne geophysical surveys (1979 — 2,300 miles), 
930 miles of ground geophysics (1979 — 370 miles) 
and more than 300 drillholes totalling 171,000 feet 
(1979 — 150 holes totalling 62,000 feet). A total of 
2,211 claims were staked, more than double the 
1,040 claims staked in the prior year. 


The results of the past year’s efforts were 
encouraging, particularly on four properties on 
which we have been working for a number of years. 
Each of these four projects originated prior to 
January 1, 1977. 


In northwestern Ontario, a significant gold 
occurrence was discovered after more than six 
years of continuous exploration on a large property 
on Opapimiskan Lake, approximately 80 miles north 
of Pickle Lake. Two zones of gold mineralization in a 
banded iron formation have been outlined and drill 
estimated reserves are in excess of one million tons 
of material grading 0.2 ounces of gold per ton. Dome 
Exploration, operator of this joint venture, has a 35 
percent participating interest of which Sigma’s 
share is 6 percent. Four diamond drills operated 
during the 1980-81 winter season and studies are in 


progress to determine the next stage of exploration 
and development on this most interesting deposit. 


Two major drilling programs were completed in 
1980 on a property in the Cariboo district of central 
British Columbia. To date, drill-indicated reserves of 
750,000 tons, grading 0.2 ounces of gold per ton, 
have been outlined in a compact deposit located 
close to surface. An extensive work program, 
including further surface drilling, is scheduled for 
early 1981. 


In Quebec, a major drilling program was carried out 
on a gold prospect near the Sigma mine. Surface 
drilling is being continued in an attempt to increase 
currently indicated tonnage to a level which 

would justify underground exploration. 
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Trench exposing bedrock at a gold prospect in the Quesnel River area of B.C. 


In the Yukon, participation on an equal basis with an 
outside partner continues in a joint venture 
exploring several tin prospects within a few miles of 
The Alaska Highway. On one of these prospects, a 
medium-grade skarn deposit of moderate 
size-potential is indicated. Further work has been 
scheduled for the coming year. 


The increased exploration activity has resulted in 
the need for additional staff. Ten full-time geologists 
and seven support staff are now employed by Dome 
Exploration. Field offices are located in Timmins, 
Ontario and Reno, Nevada. In addition, some work 
in the vicinity of our existing mines is carried out 
under the direction of the mine geologists. This is 
particularly true in the Province of Quebec where 
all exploration activities are carried out by the local 
mine geologist. 
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OIL AND GAS OPERATIONS 


During the year Sigma diversified into the 
exploration, development and production of oil and 
gas in Western Canada. As of July 1, 1980 Sigma 
acquired a 1 percent interest in certain producing 
properties and wells in progress for a total 
consideration of $8,452,000. Dome Petroleum is the 
operator of these properties. 
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Exploratory drilling in the Province of Alberta. 
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In addition, Sigma concluded agreements as of 
July 1, 1980 and earned a 1 percent interest in all 
of Dome Petroleum’s onshore, non-producing oil 
and gas lands in Western Canada in return for a 
commitment to incur and pay $19,896,000 of 
exploration costs in 1980 and 1981 in a program 
managed by Dome Petroleum. The area of mutual 
interest does not include lands in the Arctic Islands 
and off-shore acreage and the Company does not 
participate in oil sands or other non-conventional oil 
recovery projects. To December 31, 1980 Sigma 
had incurred $3,922,000 of the committed 
exploration expenditures. 


The exploration agreement provides that Sigma 

will contribute its share of future exploration and 
development costs associated with these properties. 
Sigma has the right to participate to the extent of 

1 percent in future acquisitions of producing or 


exploration lands by Dome Petroleum in the area of 
mutual interest. 


The agreements by which Sigma obtained its 
interest contain terms and provisions substantially 
similar to those by which third parties acquired and 
hold their respective interests in the same 
properties. In addition to Dome Petroleum, the other 
participants include subsidiaries of Dow Chemical 

of Canada Limited and TransCanada PipeLines 
Limited. 


Operations 


At December 31, 1980 Sigma owned proved 
reserves of 1,180,000 barrels of oil and natural gas 
liquids and 7.8 billion cubic feet of natural gas. 


At the same date, Sigma held land interests in 
20,400,000 gross acres of which 79,000 net working 
interest acres were Crown leases, 33,000 net acres 
were mineral title lands and 1,915,000 acres were 
royalty interest acres. Approximately 76 percent of 
the net working interest acreage and 25 percent of 
the net mineral title acreage was in Alberta. 
Approximately 48 percent of the net mineral title 
acreage was in Saskatchewan and the balance in 
Manitoba. Royalty interest acreage is mainly in the 
Northwest Territories (62 percent) and Alberta 

(30 percent). 

For the six month period ended December 31, 
1980, during which Sigma held oil and gas rights, 
production amounted to 40,178 barrels of oil and 


112,367 thousand cubic feet of natural gas. 
Revenue was $620,000 after payment of royalties 
while operating income was $263,000 after 
deducting depletion and depreciation costs of 
$184,000. 


National Energy Program 


On October 28, 1980, the Federal Government 
introduced a National Energy Program (NEP). 
Several features of this program including 
constrained prices, a wellhead revenue tax, an excise 
tax on natural gas and natural gas liquids and the 
phase-out of depletion allowance for most 
expenditures on provincial lands will have a 
negative effect on the cash flow and net profits of all 
companies engaged in the oil and gas industry in 
Canada. 


The anticipated impact of the NEP on Sigma 
during 1981 will be to reduce operating cash flow 
from the oil and gas segment of its business from 
the forecast made prior to the program. Offsetting 
this impact, additions to Sigma’s oil and gas 
reserves from discoveries have been greater than 
Originally forecast. 


The Company is hopeful that the current 
negotiations between Federal and Provincial 
officials will result in a higher net-backs to the 
producers in order to create the necessary 
incentives to develop Canada’s great hydrocarbon 
potentials. 
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MANAGEMENT'S DISCUSSION AND ANAYLYSIS 


OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 


Results of Operations 


Earnings increased significantly in 1980 on the 
strength of record prices for gold bullion. Net 
income for the year rose to $14,167,000 or $3.54 
per share, an increase of 90 percent over the prior 
year. In 1979, net income of $7,446,000 or $1.86 
per share had increased 74 percent from the 
previous year. 


Bullion revenue increased 58 percent from 1979 as 
the average price realized on sales was $720 per 
ounce compared to $361 in 1979 and $231 in 1978. 
During this period, the number of ounces produced 
decreased from 73,115 ounces in 1978 to 67,889 
ounces in 1979 to 53,657 ounces in 1980, mainly a 
result of the mining of a lower grade of ore. 


During 1979 and 1980, the Canadian dollar 
averaged approximately $0.85 U.S., compared to 
$0.88 U.S. in 1978. The relatively weaker Canadian 
dollar during the past two years when compared to 
1978 has increased bullion revenue by 
approximately 3 percent. 


The number of tons milled has remained at 
approximately the same level for the past three 
years. In spite of this, mine operating costs rose 18 
percent in 1980 and 11 percent in 1979 due to 
inflationary increases in labour and supplies. Cost 
per ton milled averaged $28.28 in 1980, $23.52 in 
1979 and $21.12 in 1978. 


Interests in producing oil and gas properties were 
acquired effective July 1, 1980. Revenue from 
these properties, after deduction of royalties, 
amounted to $620,000 and operating income before 
taxes was $263,000. Oil and gas activities are 
described more fully on pages 10 and 11. 


The combined income and mining tax rate was 49.1 
percent, down from 50.0 percent in 1979 but up 
from 46.5 percent in 1978. 


Although the combined statutory rate of federal and 
provincial income taxes increased in 1980, the 
effective rate of tax declined from 35.5 percent in 
1979 to 33.5 percent primarily as a result of 
depletion allowance on oil and gas activities. 

These percentages exclude mining taxes. 


Mining taxes in Quebec are applied on a graduated 
scale so that higher mine operating income 
increased the average rate to 16.8 percent from 
15.8 percent in 1979 and 12.8 percent in 1978. 
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Clockwise from bottom left: 

R. B. Hutchison, Treasurer; G. S. W. Bruce, Vice-President, 
Exploration; K. P. Wright, Chief Metallurgist; H. D. Scharf, 
Controller; C. H. Brehaut, Vice-President, Operations. 


Higher interest rates and increased funds available 
for investment raised interest income 63 percent in 
1980 and 119 percent in 1979. 


Financial Position 
Funds from operations 


Increased earnings and the deferral of taxes to 
future years raised funds provided from operations 
to $16,347,000, an increase of 135 percent from the 
prior year. In 1979 funds provided from operations 
totalled $6,968,000, which was 76 percent higher 
than the year before. 


In 1981, funds from operations, which are highly 
sensitive to fluctuations in bullion prices, are 
expected to be favourably affected by the deferral 
of additional taxes. The introduction of the National 
Energy Program negatively affects the funds that 
would otherwise have resulted from oil and gas 
production in 1981. 


Dividends 


Dividends declared during the year amounted to 
$5,000,000, or 31 percent of funds generated from 
operations. In 1979, a total of $2,600,000 was 
declared representing 37 percent of funds from 
operations. 


Capital resources and liquidity 


‘In the past, the Company has financed its 
requirements for funds from its own operations. Oil 
and gas activities will involve significant outlays 
over the next few years. The commitment is 
expected to be met with funds generated internally 
and, where appropriate, from external debt 
financing. 
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ACCOUNTING POLICIES 


The financial statements of Sigma Mines (Quebec) Limited (“Sigma”) have been prepared by management 
in accordance with accounting principles generally accepted in Canada. The significant accounting policies 
are as follows: 


A. Valuation of inventories 
Bullion on hand and in transit is valued at estimated net realizable value. 


Mining and milling supplies are valued at cost determined on an average cost basis. 


B. Investments 
Sigma’s parent company, Dome Mines Limited, accounts for its investment in the common shares of 
Dome Petroleum Limited (“Dome Petroleum’) by the equity method. Therefore, Sigma’s investment in 
the common shares of Dome Petroleum is also accounted for by the equity method whereby the 
investment is carried at cost plus the related share of undistributed earnings since acquisition. The excess 
of the cost of this investment over the underlying book value at the various dates of acquisition is 
attributable to Dome Petroleum’s oil and gas reserves, and is being amortized to income by reference to 
annual production in relation to the estimated recoverable reserves. 


Short-term commercial paper and marketable securities are valued at the lower of cost and market. Other 
investments are carried at cost. 


C. Property, plant and equipment 
(1) Mining — 

Mine buildings, machinery and equipment are carried at cost with depreciation provided at the rate of 
15% per annum on the straight-line method. Mining claims and properties have been written off in 
previous years. 
Mine exploration and development costs on properties with reserves which are potentially 
economically recoverable are deferred until the start of commercial production and then written off 
over the estimated economic lives of the properties or producing mines. 
Upon sale or retirement, the cost of capital assets and the related depreciation or amortization 
are removed from the accounts and any gain or loss is taken into income. Repairs and maintenance 
are charged to operations; major betterments and replacements are capitalized. 


(ii) Oiland gas — 
Oil and gas operations are accounted for by the full-cost method whereby all costs of exploring for 
and developing oil and gas and related reserves are capitalized. Such costs include land acquisition 
costs, geological and geophysical expense, costs of drilling both productive and non-productive 
wells and overhead expense related to exploration activities. Depreciation and depletion are computed 
on the composite unit-of-production method based on proved reserves of oil and gas. Costs 
of certain undeveloped properties are excluded from the depletion calculation until the quantities of 
proved reserves can be ascertained through further exploration. In the calculation, natural gas reserves 
and production are converted to equivalent barrels of crude oil based on the relative net sales 
value of each product. 
Gains or losses are not recognized upon disposition of oil and gas properties accounted for by the 
full-cost method. Upon sale or retirement of other assets, the cost and related depreciation and 
depletion are removed from the accounts and any gain or loss is taken into income. Repairs and 
maintenance are charged to operations; major betterments and replacements are capitalized. 


D. Mining exploration and development 
Mining exploration costs incurred prior to the date of establishing that a property has potentially 
economically recoverable reserves are charged against earnings. On-going development expenditures on 
producing properties are expensed as incurred. 


E. Income and mining taxes 
The Company follows the tax allocation method of accounting under which the income tax provision is 
based on the income reported in the accounts. Under this method, timing differences between accounting 
income and the amount of income reported for tax purposes result in provisions for deferred taxes. Such 
timing differences arise principally as a result of claiming depreciation, exploration and development costs 
for tax purposes at amounts differing from those recorded in the accounts. 


STATEMENT OF INCOME 


(in thousands of dollars) 


Revenue 

Operating costs 

Operating income 

Outside mineral exploration 


Other income (expense): 
Interest 
Dividends 
Other 


Income before taxes and equity in 
earnings of Dome Petroleum Limited 


Income and mining taxes (note 7) 


Income after taxes, before equity in 
earnings of Dome Petroleum Limited 


Equity in earnings of Dome Petroleum Limited (note 2) 
Net income for the year 


Net income per share (note 5) 


Years ended December 31 


1980 


$39,269 
14,042 


25,227 


1,283 


23,944 


1,650 
277 


1,927 


25,871 


12,690 


13,181 
986 


$14,167 


$3.54 


1979 


$24,512 
11,558 


12,954 


433 


VW22524 


1,014 
221 
(73) 


1162 


13,683 


6,842 


6,841 
605 


$ 7,446 


$1.86 


(See accompanying accounting policies and notes to financial statements) 


STATEMENT OF RETAINED EARNINGS 


(in thousands of dollars) 


Retained earnings, beginning of year 
Net income for the year 


Dividends (per share: 1980 — $1.25; 
1979 — $0.65; 1978 — $0.40 — note 5) 


Retained earnings, end of year 


1978 


$16,910 


10,418 


6,492 
328 


6,164 


462 
314 
245 


1024 


7,189 


3,344 


3,841 
432 


$ 4,273 


$1.07 


Years ended December 31 


1980 
$16,489 
14,167 
30,656 
5,000 
$25,656 


1979 
$11,643 
7,446 
19,089 
2,600 
$16,489 


(See accompanying accounting policies and notes to financial statements) 


1978 


$ 8,970 
4,273 
13,243 
1,600 
$11,643 


QQ’ Sigma Mines (Quebec) Limited 


(No Personal Liability) 
(Incorporated under the laws of Quebec) 


BALANCE SHEET 


(in thousands of dollars) 


December 31 


ASSETS 1980 1979 
Current assets: 
Cash, including bank term deposits $12,251 $12,297 
Bullion (note 1) 3,188 3020 
Marketable securities 250 250 
Sundry receivables 239 361 
Mining and milling supplies 1,707 1,436 
Total current assets 17,635 17,664 
investments: 
Dome Petroleum Limited (note 2) 5,253 300" 
Other (note 3) 3,360 3,346 
8,613 6,697 
Property, plant and equipment (note 6(a)) 13,500 489 


$39,748 $24,850 


(See accompanying accounting polic 


AUDITORS’ REPORT 


To the Shareholders of 
Sigma Mines (Quebec) Limited: 


We have examined the balance sheet of Sigma Mines (Quebec) Limited as at December 31, 1980 and the statements of 
income, retained earnings and changes in financial position for the year then ended and have obtained all the information and 
explanations we have required. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. 


In our Opinion, and according to the best of our information and the explanations given to us, and as shown by the books of the 
company, these financial statements are properly drawn up so as to exhibit a true and correct view of the state of affairs of the 
company as at December 31, 1980 and the results of its operations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


eg Ane, QV 
Toronto, Canada, 
March 10, 1981. Chartered Accountants 
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LIABILITIES 


Current liabilities: 

Accounts payable and accrued liabilities — 
Dome Petroleum Limited 
Other 

Income and other taxes payable 

Dividends payable — 
Dome Mines Limited 
Other shareholders 


Total current liabilities 


Deferred income and mining taxes 


SHAREHOLDERS’ EQUITY 
Capital (note 5) — 
Authorized: 
10,000,000 shares without nominal or par value 
Issued: 
4,000,000 shares 
Retained earnings 


1 notes to financial statements) 


On behalf of the Board: 


aa No Director 


December 31 


1980 


$ 2,371 
1,026 
5,064 


1192 
608 


10,261 


2,831 


1,000 
25,656 


_ 26,656 


$39,748 


1979 


$ 923 
4,338 


1,314 
786 


7,361 


1,000 
16,489 


17,489 


$24,850 


§—X Sigma Mines (Quebec) Limited 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


(in thousands of dollars) 


Source of working capital: 
Operations — 

Net income for the year 

Items not affecting working capital: 
Depreciation, depletion and amortization 
Deferred income and mining taxes 
Equity in undistributed earnings of 

Dome Petroleum Limited 


Total funds from operations 


Disposition of working capital: 
Dividends 
Investment in property, plant and 
equipment 
Investment in shares of Dome Petroleum Limited 
Other investments 


Total 


Net increase (decrease) in working capital for the year 


Changes in components of working capital: 
Increase (decrease) in current assets — 
Cash, including bank term deposits 

Bullion 

Short-term commercial paper 
Sundry receivables 

Mining and milling supplies 


Increase (decrease) in current liabilities — 
Accounts payable and accrued charges 
Income and other taxes payable 
Dividends payable 


Net increase (decrease) in working capital for the year 
Working capital, beginning of year 


Working capital, end of year 


Years ended December 31 


1980 


$14,167 


335 
2,831 


(986) 
16,347 


5,000 


13,346 
916 
14 


19,276 
$ (2,929) 


$ (46) 
(132) 


(122) 
271 


(29) 
2,474 


726 
(300) 


2,900 


(2,929) 
10,303 


$ 7,374 


1979 


$7,446 


20 


(605) 
6,968 


2,600 


142 
112 


2,854 
$4,114 


$10,303 


(See accompanying accounting policies and notes to financial statements) 


1978 


$ 4,273 
116 


(432) 
__ 3,987 


1,600 


rare 


3,181 


4,958 


$ (1,001) 


NOTES TO FINANCIAL STATEMENTS 


1. Bullion 
Bullion on hand and in transit is valued at $690 (Cdn.) per ounce (1979 — $561 per ounce). 
2. Dome Petroleum Limited 


Sigma owns 0.4% (1979 — 0.4%) of the common shares of Dome Petroleum Limited and its parent and 
associated companies own 25.3% (1979 — 25.2%) of the common shares. 


Details of the investment in Dome Petroleum are as follows: 


1980 1979 
(in thousands of dollars) 
Number of common shares 215,600 202,200 
Carrying value: 

Cost of acquisition $2,414 $1,498 
Equity in undistributed earnings 2,839 1,853 
$5,253 $3,351 

Market value (which is not necessarily indicative of 
realizable value) $15,388 $10,944 


The unamortized excess of cost of investment over the underlying book value at the various dates of 
acquisition is $1,285,000 (1979 — $652,000). 


3. Other investments 
Details of other investments are as follows: 
1980 1979 


(in thousands of dollars) 


With a quoted market value — 
Denison Mines Limited, 184,680 common shares 


(market value — $10,527,000; 1979 — $6,926,000) $3,148 $3,148 

With no quoted market value — 
Panarctic Oils Ltd., 62,873 common shares 212 198 
Total $3,360 $3,346 


4. Oil and gas properties 
Effective July 1, 1980 the Company acquired for cash from Dome Petroleum a 1 percent interest in the oil 
and gas rights to certain producing properties and wells in progress located principally in Western Canada 
at a cost of $8,452,000. In addition, Sigma earned a 1 percent interest in other non-producing properties 
located principally in Western Canada in return for a commitment to incur and pay $19,896,000 of 
exploration costs in a program managed by Dome Petroleum. To December 31, 1980 the Company had 
incurred $3,922,000 of the committed exploration expenditures. 


Under the terms of the agreements, Sigma has the right to participate in further exploration and 
development work to maintain its interest and to participate in further on-shore acquisitions by Dome 
Petroleum. 


ee) 
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5. Capital 


Effective May 5, 1980 the authorized and issued capital of the Company was changed and subdivided 
from 2,000,000 shares without nominal or par value into 4,000,000 shares without nominal or par value. 
The authorized capital was subsequently increased to 10,000,000 shares without nominal or par value. 

In these financial statements the previously reported authorized and issued shares, net income per share 


and dividends per share have been restated to give effect to this subdivision. 


6. Business segments 


The Board of Directors has determined that mining and oil and gas exploration and production are the 
business segments of the Company. The Company's activities are carried out principally in Canada. 


Selected financial information by business segment is summarized below. 


(a) Total assets at December 31 are summarized as follows: 


Mining — 
Buildings, machinery and equipment 
Less accumulated depreciation 


Land, mining claims and properties 


Current assets 


Oil and gas — 
Property, plant and equipment 
Less accumulated depreciation and depletion 


Assets not allocated to business segments — 
Current assets 
Investments 


Total assets 


20 


1980 


$ 5,733 


5,125 


608 
19 


627 


5,134 


5,761 


13,057 
184 


12,873 


12,501 
8,613 


$39,748 


1979 


(in thousands of dollars) 


$ 5,448 


4,978 


470 
19 


489 


5) UA 


5,606 


12,547 
6,697 


$24,850 


(b) Revenue, operating costs and operating income by segment are as follows: 


1980 1979 1978 
(in thousands of dollars) 
Mining — 
Bullion revenue $38,649 $24,512 $16,910 
Operating costs: 
Mine, mill and plant 12,311 10,400 9,558 
General and administrative 1,223 1,031 744 
Depreciation and amortization 151 +20 116 
13,685 14,558 10,418 
Segment operating income 24,964 12,954 6,492 
Oil and gas — 
Revenue 620 
Operating costs: 
Operations 137 
General and administrative 36 
Depreciation and depletion 184 
357 
Segment operating income 263 
Total operating income 25,227 12,954 6,492 
Outside mineral exploration (1,283) (433) (328) 
Other income 1,927 TAG2 1,021 
Income and mining taxes (12,690) (6,842) (3,344) 
Equity in earnings of Dome Petroleum Limited 986 605 432 
Net income $14,167 $ 7,446 $ 4,273 
7. Income and mining taxes 
(a) Income and mining taxes expense is as follows: 
Current Deferred Total 
(in thousands of dollars) 
1980 
Federal income $4,328 $2,102 $ 6,430 
Provincial income 1,516 724 2,240 
Provincial mining 4,015 5 4,020 
$9,859 $2,831 $12,690 
1979 
Federal income $3,634 $3,634 
Provincial income 1,228 T2293 
Provincial mining 1,980 1,980 
$6,842 $6,842 
1978 
Federal income $1,856 $1,856 
Provincial income 696 696 
Provincial mining 792 792 
$3,344 $3,344 
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(b) The difference between the combined federal and provincial basic statutory rates and that used in 
calculating the income and mining taxes expense is as follows: 


1980 1979 1978 
Income taxes — ; 
Basic statutory rate (combined) 50.8% 48.0% 48.0% 
Less: 
Resource allowance 12.5 9.2 8.9 
Depletion 4.1 0.4 0.7 
Exempt income” 0.5 0.8 1.4 
Sundry 0.2 Cat 1:5 
17.3 125 2s 
Effective rate 3.5 Soo 35:5 
Mining taxes — 
Average rate on mining income 16.8 15.6 ize 
Reduction for income not subject to mining taxes 1.2 my fee 1.8 
Effective rate 15. 14.5 11 
Combined income and mining tax rate 49.1% 50.0% 5% 


* Principally dividends from Canadian corporations. 


(c) Deferred taxes arising from the deduction for tax purposes of amounts in excess of depreciation, 
depletion and amortization expensed in the accounts are as follows: 


1980 1979 1978 


(in thousands of dollars) 


Exploration and development costs $2,821 
Other 10 
$2,831 NIL NIL 
8. Pension plans 
Substantially all employees are eligible for and are members of pension plans which require contibutions by 


Ze 


the Company. Pension costs are calculated and funded based on actuarial estimates. At December 31, 
1980 there are no unfunded past service liabilities. Pension expense was $420,000 for 1980, $409,000 
for 1979 and $185,000 for 1978. 


FIVE YEAR REVIEW 


Financial 


1980 


(in thousands of dollars except per share) 


Revenue 
Operating costs 


Operating income 
Outside mineral exploration 


Other income 

Income before the following 
Income and mining taxes 
Income before equity of affiliate 
Equity in earnings of affiliate 
Net income for the year 


Net income per share* 


Dividends declared 
Dividends per share* 


Working capital 
Total assets 
Additions to fixed assets 


Shareholders’ equity 
Shares outstanding* 
Number of shareholders 


* Restated to reflect the two for one share split May 5, 1980. 


Operations 
Mining — 
Tons milled 
Fine ounces 
Ore reserves (O00’s of tons) 


Revenue per ounce 
Operating cost per ounce 
Operating cost per ton 


Number of employees 


Oil and gas — 
Production 
Oil and gas liquids — bbls 
Gas -—- mcf 
Reserves (O00’s) 
Oil and gas liquids — bbls 
Gas — mmcf 


$39,269 
14,042 
25,227 
1,283 
23,944 
1,927 
25,871 
12,690 
13,181 
986 
$14,167 


$3.54 


$5,000 
$1.25 


$7,374 
$39,748 
$13,346 


$26,656 
4,000,000 
906 


484,000 
93,657 
1,223 


$720.30 
$255.05 
$28.28 


410 


40,178 
112,367 


1,180 
7.8 


1979 


$24,512 
11,558 


12,954 
433 


t2,521 
1,162 


13,683 
6,842 
6,841 

605 


$ 7,446 


$1.86 


$2,600 
$0.65 


$10,303 
$24,850 
$142 


$17,489 
4,000,000 
459 


491,000 
67,889 
1,240 


$361.05 
$170.25 
$23.52 


378 


1978 


$16,910 
10,418 


6,492 
328 


6,164 
1,021 
NGO 
3,344 


3,841 
432 


$ 4,273 


$1.07 


$1,600 
$0.40 


$6,189 
$16,764 
$177 


$12,643 
4,000,000 
428 


493,000 
13, lo 
RZOe 


$231.28 
$142.50 
$21.12 


384 


1977 


$12,498 
9,667 
2,831 
204 


2,027. 
519 


3,146 
1,447 
1,699 

382 


$ 2,081 


$0.52 


$1,250 
$0.31 


$7,190 
$13,148 
$69 


$9,970 
4,000,000 
440 


496,000 
71,598 
1,262 


$161.06 
$124.58 
$19.48 


377 


1976 


$9,139 
4,000,000 
459 


499,000 
75,284 
i232 


$122.64 
$114.15 
$17.23 


360 
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QUARTERLY FINANCIAL INFORMATION 


Summarized unaudited quarterly financial data for 1980 and 1979 is as follows: 


Quarters Ended Full 
March 31 June 30 Sept. 30 Dec. 31 Year 
(in thousands except per share) 
1980 
Revenue $11,411 $9,219 $8,628 $10,011 $39,269 
Operating income S°S.175 $6,011 $5,094 $ 5,949 $25,221 
Net income $=4,083% $2 ,920* $3,322" $ 3,842 S145167 
Net income per share $1:02*° $0.73 $0.83* $0.96 $3.54 
1979 
Revenue $5,346 $5,490 $5,384 $8,292 $24,512 
Operating income $2,473 $2,528 $2,777 $5,176 $12,954 
Net income $1,309 $1,065 $1,650 $3,102 $ 7,446 
Net income per share® $0.33 $0.35 $0.41 S$O:77 $1.86 


*Restated to reflect the change in the method of capitalizing interest by Dome Petroleum Limited. 
°Restated to reflect the two for one share split in May, 1980. 


SHARE INFORMATION 


Principal Markets for Company’s Shares 


The Toronto Stock Exchange and The Montreal Stock Exchange are the principal markets in which the 
Company’s shares are traded (Stock symbol: S). Shown below are the high and low sale prices for the 
Company’s shares on The Toronto Stock Exchange for the periods indicated. The quotes reflect the two for 
one share split in May, 1980. 


1980 
High Low 
First Quarter $30 $21% 
Second Quarter 41 22% 
Third Quarter 57 37% 
Fourth Quarter 55% 38 


Shareholders 


As at December 31, 1980 there were 4,000,000 common shares issued and outstanding, of which 2,649,744 
or 66.2 percent are owned by Dome Mines. The Company's records indicate that there were 906 shareholders 
at year end. There are no limitations on the right of non-residents to hold or vote on the shares of the 


Company. 
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1979 
High Low 
$10% $ 8% 
13% 10 
16% 12% 
21% 14% 


Dividends 


The dividends declared on the Company's shares for each quarterly period during 1980 and 1979 are shown 
below. The 1979 figures reflect the two for one share split in May, 1980. 


1980 1979 
Regular Extra Total Regular Extra Total 
First Quarter $0.20 $0.10 $0.30 
Second Quarter 0.25 0.25 $0.12% $0.12% 
Third Quarter 0.25 0.25 
Fourth Quarter 0.25 0.20 0.45 ONS $0.37% 0.52% 
Total $0.95 $0.30 $1.25 $0.27% $0.37% $0.65 


A quarterly dividend of $0.25 per share was declared by the Board of Directors on March 19, 1981 payable 
May 25, 1981 to shareholders of record April 27, 1981. 

The Company has paid dividends since 1940 and expects to continue to do so. However, the decision 

to pay dividends is at the discretion of the Board of Directors and is governed by such factors as earnings, 
capital requirements and the operating and financial condition of the Company. 


25 


QQ’ Sigma Mines (Quebec) Limited 


DIRECTORS 


Malcolm A. Taschereau, 
Chairman and President, 
Toronto, Ontario 

President, Dome Mines Limited 


*René Amyot, Q.C., 
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*Member of the Audit Committee 
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t+tAppointed March 19, 1981 
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Malcolm A. Taschereau, 
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Assistant Secretary 
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Lazard, Freres & Co. 
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Kenneth P. Wright, 
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